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AMERICAN LOCOMOTIVE COMPANY 


10 THE STOCKHOLDERS: 

This 41st Annual Report finds the American Locomotive Company principally engaged 
in the chief concern of the nation — the winning of the war. Your Company has con¬ 
tinued to answer the call of its Government in war, and in every instance has exceeded 
expectations both as to volume of production and versatility in the ever-changing de¬ 
mands of war production. 

Review of Operating Results 

The value of shipments for 1942 was $302,492,000 as compared with $73,745,000 
for 1941. The unfilled orders at December 31,1942 were $654,000,000 as compared 
with $253,200,000 at December 31,1941. 

Net profit, despite the increased volume, was $5,051,593 as compared with $5,628,741 
for 1941. This was the equivalent of the full yearly dividend requirements of the 
Company’s 7% Cumulative Preferred Stock plus an amount equivalent to $3.37 per 
share on the 767,900 shares of its outstanding common stock. 

The net current working capital was increased by approximately $5,090,000 and the 
current assets were slightly over one and a half times the current liabilities at Decem¬ 
ber 31, 1942. 













During 1942 American Locomotive delivered the greatest Diesel locomotive tonnage in its history. Photo shows one 
of the big Diesel-electrics built for the New Haven. They are the only heavy-duty streamlined Diesel-electrics 

operating in both freight and passenger service. 

Adequate provision has been made for notes and accounts receivable considered doubt¬ 
ful of full realization. Inventories were all verified by physical count, weight or 
measurement at or near the close of the year under the supervision of responsible 
employees and were conservatively valued. At the close of the year commitments for 
the future purchase of commodities and materials had been made against unfilled 
orders at current prices to the extent permitted under present priorities restrictions 
and regulations governing delivery of materials. 

As the Nation progressed in its war activities, it was found that the demand for the 
Company’s peacetime products for war purposes continued. Many of them now carry 
higher priorities than war products. Therefore, the tremendous volume accomplished 
in 1942 was by the addition of war products rather than by the replacement of the 

Left to right: Frank ]. Foley, Vice-President, Sales; Robert B. McColl, Vice-President, Manufacturing; 
James E. Davenport, Vice-President, Engineering, Development & Research. 















regular products. This may be noted upon the chart on page 8. Thirty-three per cent 
of the total shipments of 1942 representing regular products is almost double the 
70.5% of total shipments representing similar products for 1941. Approximately 
40% of the total shipments in 1941 reflected war contracts as compared with 81.3% 
of the total shipments of 1942. The balance of 1942 shipments, 18.7%, was made to 
commercial customers upon War Department allocations in order to enable those 
companies to perform their respective parts in the war program. 

The following summary shows the effect of the present Federal Income and Excess 
Profits Tax laws upon the Company: 

Increase 



1942 

1941 

(Decrease) 

Sales 

$302,492,000 

$73,745,000 

$228,747,000 

All costs including contingencies expected to 
be met 

271,441,000 

64,027,000 

207,414,000 

Profit before income taxes 

$ 31,051,000 

$ 9,718,000 

$ 21,333,000 

Income taxes 

26,000,000 

4,090,000 

21,910,000 

Net Profit 

$ 5,051,000 

$ 5,628,000 

$ (577,000) 


The net result for 1942 is little more than 60% of what should be a normal income 
for this Company, and the fact that the overall tax increase was more than the income 
beyond such normal income, was due to the effect of the Government’s decision in 


Only American Locomotive built the M-7 tank destroyers which out-gunned Rommel 9 s 88 9 s in the Battle of Egypt . 
This is a production achievement of which the Company is very proud . 
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renegotiation of war contracts. It is the intention of the Company to file claim for 
relief from a portion of its “excess profits” tax as provided under General Relief 
provision of Section 722 of the 1942 Act. 

As a result of renegotiation of war contracts, provided for in the Sixth Supplemental 
National Defense Appropriation Act of 1942, as amended by the Revenue Act of 1942, 
the Government has decided that the Company received excessive profits to the extent 
of $5,500,000 in the year 1942. The Federal taxes on this profit would have amounted 
to $4,400,000, leaving a balance of $1,100,000 that would have remained for the 
benefit of the stockholders. In the appended Statement of Profit and Loss the entire 
amount has been eliminated from Sales, and provision for its payment has been 
included with the income tax reserve under Current Liabilities pending the negotiation 
of agreements finalizing this determination and providing for its disposition. After 
this reduction in profit on sales to the United States Government, the remaining profit 
after provision for Federal Income and Excess Profits taxes amounted to 1.2% of 
such sales value. 

Dividend Policy 

The Company during the current year has paid its dividends on the 7% Preferred 
Stock regularly. The arrearage of preferred stock dividends remains the same as at the 
close of 1941, $15,046,322.75 or $42.75 per share. It is apparent under the laws now 
enacted to govern the war period that this arrearage can be removed only by a re-ar¬ 
rangement of the capital structure in a manner more equitable to all interests concerned. 
The management is continuing its active efforts to accomplish this. 


American Locomotive's 1942 steam locomotive tonnage — biggest of any year since 1930 despite vastly in¬ 
creased war production — included many “Austerity” models for England and elsewhere. Photos show an Alco 
“Austerity” pulling into London, and Right Honorable Lord Leathers, British Minister of War Transport, exchang¬ 
ing greetings with Col. N. A. Ryan of the U.S. Army Engineers in England. 
















To Alco's Dunkirk plant, now an inland “ship builder” (making kingposts and other parts for Liberty ships) the 
U.S. Maritime Commission awarded the first Maritime “M” given to any plant in Dunkirk’s area. During the year 
the Schenectady plant had its Navy “E” renewed and won the Army-Navy “E.” 


General 

The value of 1942 shipments was approximately four times that of 1941 and three 
times the highest annual volume ever attained by your Company in the past. 

Without preliminary preparation, the Company was called upon by the Government 
during 1942 to build the M-7 tank destroyer (a 105 mm. gun mounted on a tank chassis 
and protected by an anti-aircraft machine gun). Only American Locomotive built the 
M-7 which met Rommel’s 88’s in the Battle of Egypt and won. The Company is proud 
of this accomplishment. 

The Company is now, at the request of its Government, abandoning its gun-carriage 
production in order to convert those facilities to the production of equipment neces¬ 
sary for the manufacture of synthetic rubber and high-octane gasoline so vital to our 
war effort. 

During 1942 American Locomotive’s Schenectady plant, awarded the Navy “E” in 
1941, had that tribute to its production skill renewed and was honored with the Army- 
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Left, the Tank Arsenal at Montreal. Women have success¬ 
fully taken over many jobs in Montreal and in all Ameri¬ 
can Locomotive plants, and the number of women employ- 


Navy “E” in addition. The Dunkirk plant (where today approximately half the king¬ 
posts for the entire Liberty ship fleet are built) was awarded the Maritime “M” by the 
U. S. Maritime Commission. 

American Locomotive, like all companies fully committed to the war effort, has re¬ 
mained fully aware at all times of the inevitable effect of war’s end on present and 
future orders and on its business generally, and has sought to take every precaution 
consistent with the national interests to protect itself against wartime and post-war 
uncertainties. 

Locomotive Business 

During the year 1942 the Company delivered a greater tonnage of steam locomotives 
than in any year since 1930, and the Diesel locomotive tonnage which extended to 
every type, was the greatest in the history of the Company. 

The value of steam locomotives delivered in 1942 was $35,617,986 as compared with 
$10,148,496 during 1941, and the value of Diesel locomotives delivered in 1942 was 
$16,216,692 as compared with $12,956,861 for the preceding year. At December 31, 
1942 the unfilled orders for steam and Diesel locomotives were at the capacity of the 
plants for 1943, and production was subject only to the limitation of the necessary 
materials, which carry one of the highest priorities. 
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ees is expected to increase. Photos show a beginner getting 
instructions in metal cutting and a woman inspector at 
work. Right photo shows one of Canada s hard-hitting tanks. 


Plant Additions and Betterments 

In carrying out its war program your Company found it necessary during the year to 
make a net increase in the investment in plant assets of $2,983,000. Approximately 
50% of this amount was for increased capacity, and the balance was for special equip¬ 
ment and facilities and for replacement of existing facilities. Of the total amount, 
approximately $2,671,000 is covered by United States Government Certificates of 
Necessity or by arrangements with the Canadian Government providing for special 
amortization over the war period. In addition, our plant capacities have been further 
augmented by facilities costing approximately $13,000,000, which are directly con¬ 
nected with our war effort and which have been financed by the Governments of the 
United States and Canada — chiefly the former. Title to these facilities has been re¬ 
tained by the Governments. 

Post War 

Very close attention is being given by the Company to post-war opportunities and prob¬ 
lems. No detailed conclusions can be attempted at this time, and even broad patterns 
now established may be very materially changed by circumstances before the war’s 
end. A number of facts and opinions are of particular interest, however: 

The War is destroying locomotives and will continue to do so. On January 1, 1938 
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there were in the United States 44,394 locomotives of all kinds, steam, Diesel and elec¬ 
tric, whereas on the first day of 1943 there were 41,465. But of the larger number in 
1938 only 34,274 were in service compared with 38,770 in 1943. Locomotives which 
were “stored serviceable” in 1938 numbered 3,754 whereas five years later — on 
January 1st of this year — only 714 were stored serviceable. Finally on January 1, 
1938, there were 6,366 locomotives awaiting repair whereas only 1,980 were in that 
category on January 1,1943. 

The Company has achieved a strong position in the synthetic rubber and high octane 
gasoline fields through its capacity to produce heat-transfer equipment, prefabricated 
pipe and other types of refinery equipment. The Company is currently producing 75% 
of the heat exchangers manufactured for the derivation of butadiene from alcohol, and 
at the turn of the year had begun a substantial production schedule in the field of buta¬ 
diene derived from petroleum. 


A GRAPH OF THE FLOW OF INCOME AND OUTGO 



Percentage change in wages and salaries is due principally to subcontracting 


•dividends 0.75* 
+SURPLUS 0 . 75 * 


S£«viCf 

EXPENSES 

wmciATioN 

71 % 


WAGES, SALARIES 
16 % 


TAXES 

11 . 5 % 


Public Relations 

The Company has enlisted its advertising as it has enlisted its other forces in the nation¬ 
al war effort. It is a source of great pride and satisfaction that the Company’s most 
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recent advertising received the 1942 “Harvard Award” given “For that advertisement 
or series of advertisements which contributes most to the advancement of advertising as 
a social force.” It will continue to be the policy of the Company to maintain and extend 
the prestige which is one of its most valuable assets. 

Employee Relations 

The number of employees of the American Locomotive Company and Subsidiaries has 
increased from 14,360 at the end of 1941 to 21,940 at the end of 1942. The Company 
has employed an increasing number of women to fill the gaps left by men joining the 
military service as well as to augment the production and non-production force of 
employees remaining. The women have performed the duties assigned to them as well 
as the men. 

The Board of Directors wishes to express its deep appreciation of the great loyalty and 
cooperation of the Company’s officers and employees. They have given of their time 
and themselves without stint. They have not hesitated to assume heavy responsibilities. 
The production record of the American Locomotive Company would have been im¬ 
possible without their patriotic devotion to the job to be done. 

Financial Statements 

The Consolidated Balance Sheet as at December 31, 1942, and the Consolidated 
Statement of Profit and Loss for the year then ended, together with a report of the 
Company’s accountants, Messrs. Leslie, Banks and Company, appear on the following 
pages. 


March 12,1943 


Respectfully submitted for the Board of Directors. 




CHAIRMAN 


The next annual meeting of the stockholders will be held Tuesday, April 20, 1943. 
A formal notice of this meeting, together with a proxy statement and form of proxy, 
will be mailed to each stockholder on Thursday, March 18,1943, at which time proxies 

will be solicited by the management. 
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AMERICAN LOCOMOTIVE COMPANY 


CONSOLIDATED BALANCE SHEET, 


ASSETS 

CURRENT ASSETS: 

Cash. 

Marketable securities (Quoted market value 

$1,318,250.00). 

Accounts and notes receivable: 

Trade (including $202,621.00 due subsequent to 


December 31, 1943).$13,995,980.65 

Miscellaneous. 461,668.66 

$14,457,649.31 

Less reserve for doubtful accounts and notes . . 172,377.46 

$14,285,271.85 

Unbilled charges on contracts with United 

States Government and other war contractors 6,597,728.49 

Inventories, at cost not in excess of market: 

Materials and supplies.$10,174,051.49 

Work in process. 18,485,202.71 

Finished products. 1,295,600.99 

Total Current Assets. 


$16,189,097.41 

815,870.00 


20,883,000.34 


29,954,855.19 

$ 67,842,822.94 


CURRENT ACCOUNTS RELATING TO GOVERNMENT 


FINANCED CONTRACTS — contra: 

Unreimbursed costs incurred. $13,489,114.55 

Cash fund balances. 12,273,181.40 

Unreimbursed vouchers to Government fund. 27,980,746.38 


POST-WAR CREDITS ON EXCESS PROFITS TAXES (Estimated) 

INVESTMENTS — at or below cost: 

Securities deposited under special agreements with 


Workmen’s Compensation Commissions and others. $ 946,223.12 

Other security investments. 3,620,827.48 

$ 4,567,050.60 

Less reserve for possible loss. 2,750,000.00 


FIXED ASSETS — on basis of cost: 

Land. 

Buildings, machinery and equipment.$47,244,860.94 

Less reserve for depreciation. 26,582,324.96 

Patterns, drawings and dies. 


Unused plant sites at estimated realizable values 


$ 2,238,316.00 

20,662,535.98 

2,100,000.00 

39,159.00 


53,743,042.33 

2,400,000.00 


1,817,050.60 


25,040,010.98 


GOODWILL 


11,000,000.00 


DEFERRED CHARGES. 


830,165.77 


$162,673,092.62 


NOTE: The net assets of the Canadian subsidiary included above at the U. S. Dollar equivalent, aggregate $4,698,124.86, of which 
$2,629,959.42 represents net current assets. 
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AND SUBSIDIARY COMPANIES 

DECEMBER 31, 1942 


LIABILITIES 


CURRENT LIABILITIES: 

Notes payable — banks. 

Accounts payable. 

Accrued payroll and expenses. 

Accrued taxes, other than income. 

Advances on contracts. 

Reserve for income and excess profits taxes and 


renegotiation of war contracts.$29,290,285.79 

Less — U. S. Treasury tax notes. 10,017,550.00 

Total Current Liabilities. 


CURRENT ACCOUNTS RELATING TO GOVERNMENT 
FINANCED CONTRACTS — contra: 

Accounts payable on account of costs incurred . , 

Cash fund advances.. 


$ 6,434,012.55 
9,529,792.72 
1,060,940.83 
2,318,620.80 
4,288,815.58 


19,272,735.79 


$13,489,114.55 

40,253,927.78 


RESERVES: 

Deferred credits and operating reserves. 

Accident indemnity reserves. 

Contingency reserves: 

Income and excess profits taxes.$ 2,075,000.00 

Post-war adjustments. 2,800,000.00 

Other . 568,716.81 

Total Reserves. 

CAPITAL STOCK: 

Preferred — 7% Cumulative, par value $100 per share 

Authorized and issued. 385,000 shares 

Less in treasury. 33,039 shares 

Issued and outstanding. 351,961 shares 

Common — No par, stated value $5 per share 

Authorized and issued. 770,000 shares 

Less in treasury. 2,100 shares 

Issued and outstanding .. 767,900 shares 

SURPLUS: 

Capital surplus (no change during year). 

Earned surplus: 

Balance, December 31,1941.$12,161,547.89 

Less — Adj ustment prior year taxes. 453,054.84 

$11,708,493.05 

Add — Net profit for year 1942 per 

statement attached. 5,051,592.91 

$16,760,085.96 

Deduct — Dividends paid on preferred 

stock ($7 per share). 2,463,727.00 


Contingent Liabilities — guarantees, pending litigation, taxes, etc. — 
reserves provided are considered adequate to cover loss, if any, 
therefrom. 


$ 1,379,358.83 
1,167,410.63 


5,443,716.81 


$35,196,100.00 


3,839,500.00 
$ 4,702,686.79 


14,296,358.96 


Cumulative dividends on Preferred Stock in arrears at December 31,1942, amounted to $42.75 per share. 


$ 42,904,918.27 


53,743,042.33 


7,990,486.27 


39,035,600.00 


18,999,045.75 


$162.673,092.62 
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AMERICAN LOCOMOTIVE COMPANY 

and Subsidiary Companies 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1942 


Gross sales, less discounts and allowances (Note 1) . . . 

Cost of goods sold, including administrative, service, and 

general expenses. $268,942,401.18 

Depreciation. 2,775,419.13 


Profit from operations. 

Other income: 

Dividends. $ 211,634.59 

Interest income. 65,589.76 

Royalties. 213,982.76 


$302,492,425.84 


271,717,820.31 
$ 30,774,605.53 


491,207.11 
$ 31,265,812.64 


Other charges: 

Interest expense. $ 105,160.67 

Miscellaneous (net). 9,059.06 

Provision for income taxes (including excess profits taxes 
of $24,300,000).$26,000,000.00 

Less post-war credits on excess profits 

taxes (estimated). 2,400,000.00 23,600,000.00 

Provision for post-war adjustments. 2,500,000.00 

26,214,219.73 

Net profit carried to attached balance sheet .... $ 5,051,592.91 

NOTE 1: Sales and cost of sales relating to cost-plus-fixed-fee contracts are based upon current estimated costs of products 
shipped. 

NOTE 2: Effective January 1, 1942 the company adopted a method of accruing the New York State franchise tax in the 
year in which the income upon which the tax is based is earned. This resulted in increasing the amount charged to current 
earnings by $950,000 which under the former method would have accrued in subsequent years. 
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ACCOUNTANTS’ REPORT 


To the Board of Directors of 

AMERICAN LOCOMOTIVE COMPANY: 

We have examined the consolidated balance sheet of American Locomotive Company and 
subsidiary companies as of December 31, 1942, and the related consolidated statement of profit 
and loss for the fiscal year then ended, have reviewed the systems of internal control and the 
accounting procedures of the companies and, without making a detailed audit of the transac¬ 
tions, have examined or tested accounting records of the companies, and other supporting 
evidence, by methods, at times, and to the extent we deemed appropriate. Direct confirmation of 
accounts receivable from the United States and Canadian governments and other war contractors 
was found to be impracticable and in lieu thereof other auditing tests were made. Our examina¬ 
tion was made in accordance with generally accepted auditing standards applicable in the 
circumstances and included all procedures which we considered necessary. 

In our opinion, the accompanying consolidated balance sheet and related consolidated state¬ 
ment of profit and loss (together with notations) present fairly the consolidated position of 
American Locomotive Company and subsidiary companies at December 31, 1942, and the 
consolidated results of their operations for the fiscal year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent, except as stated in Note 2 
to the consolidated statement of profit and loss, in all material respects with that of the preceding 
year. 

LESLIE, BANKS & COMPANY 

New York, N. Y. 

February 25, 1943 








Excluding War Production 


AMERICAN LOCOMOTIVE COMPANY 


Designs, Manufactures, and Sells the following Products 


LOCOMOTIVES — STEAM, ELECTRIC, AND DIESEL-ELECTRIC, AND THEIR 
COMPONENT PARTS, ESPECIALLY HIGH GRADE LOCOMOTIVE FORGINGS 

DIESEL ENGINES FOR DIESEL-ELECTRIC LOCOMO¬ 
TIVES AND FOR STATIONARY AND MARINE SERVICE 

SPRINGS FOR LOCOMOTIVES, FOR PASSENGER AND FREIGHT CARS AND FOR GENERAL USE 

STEEL TIRES AND STEEL-TIRED WHEELS FOR ALL CLASSES OF RAILROAD SERVICE 

SEAMLESS STEEL CIRCULAR FORGINGS 

JOURNAL BOX LIDS, SPRING PLATES AND OTHER PRESSED STEEL PARTS 

PRESSURE VESSELS, TUBULAR EQUIPMENT AND HEAT TRANSFER EQUIPMENT FOR 
OIL REFINERIES, PUBLIC UTILITIES, MARINE AND MANUFACTURING SERVICE 

ALCO ELECTRIC WELDED PIPE FOR WATER PIPE LINES 

PREFABRICATED PIPING 

FABRICATED PLATE WORK 

FLEXIBLE AND RIGID STAYBOLTS 

PISTON AND THROTTLE VALVES 


REVERSE GEARS 









American Locomotive's advertising won the First Medal for the best use during 1942 of “Advertising 
as a Social Force ” Sponsored by Advertising & Selling to continue the tradition of the Harvard 
Advertising Awards established by Edward Bok , the Annual Advertising Awards can pay no 
higher tribute to an American company's advertising . The award honored a program which fully 
enlisted Alco's advertising budget in the war effort along with the Company's other resources . 
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